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FISCAL SUMMARY

ESTIMATED NET EFFECT ON GENERAL REVENUE FUND

FUND
AFFECTED

FY 2004

FY 2005

FY 2006

GENERAL
REVENUE

($500,101)

($461,511)

($141,880)

TOTAL
ESTIMATED
NET EFFECT
ON
GENERAL
REVENUE
FUND

($500,101)

($461,511)

($141,880)

ESTIMATED NET EFFECT ON OTHER STATE FUNDS

FUND
AFFECTED

FY 2004

FY 2005

FY 2006

PUBLIC
SERVICE
COMMISSION
FUND*

$0

$0

$0
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TOTAL

ESTIMATED
NET EFFECT
ON OTHER
STATE FUNDS $0 $0 $0

*ASSUMES COSTS TO THE FUND OF $725,936, $793,841, AND $814,193
AND OFFSETTING INCREASES IN ASSESSMENTS AGAINST REGULATED
UTILITIES IN THE NEXT THREE FISCAL YEARS.

NUMBERS WITHIN PARENTHESES: () INDICATE COSTS OR LOSSES.
THIS FISCAL NOTE CONTAINS 11 PAGES.

ESTIMATED NET EFFECT ON FEDERAL FUNDS
FUND
AFFECTED FY 2004 FY 2005 FY 20006
TOTAL
ESTIMATED
NET EFFECT
ON ALL
FEDERAL
FUNDS $0 $0 $0
ESTIMATED NET EFFECT ON LOCAL FUNDS
FUND
AFFECTED FY 2004 FY 2005 FY 20006
LOCAL
GOVERNMENT $0 $0 $0
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FISCAL ANALYSIS

ASSUMPTION

OFFICIALS OF THE DEPARTMENT OF ECONOMIC DEVELOPMENT,
OFFICE OF PUBLIC COUNSEL (OPC) ASSUME THIS PROPOSED
LEGISLATION WOULD SIGNIFICANTLY INCREASE THE WORK LOAD
ASSOCIATED WITH FUEL EXPENSES FOR ELECTRIC UTILITIES.
CURRENTLY, FUEL IS PRIMARILY ADDRESSED ONLY DURING RATE
CASES WHICH HAVE A FREQUENCY OF ONCE EVERY 2-3 YEARS PER
ELECTRIC UTILITY. THIS LEGISLATION WOULD INCREASE THOSE
REVIEWS TO ONCE A MONTH FOR EACH UTILITY (4 MAJOR ELECTRIC
UTILITIES, ONE OF WHICH HAS 2 SEPARATE DIVISIONS).

THIS BILL INCREASES THE WORK LOAD OF THE OPC. A FUEL
ADJUSTMENT CLAUSE (FAC) ELIMINATES CERTAIN ECONOMIC
INCENTIVES ASSOCIATED WITH GENERATION RESOURCE PLANNING,
FUEL PROCUREMENT PROCEDURES, AND GENERATING UNIT
LOADING PROCEDURES; THUS INCREASING THE NEED TO ENSURE
RATEPAYERS DO NOT PAY THE HIGHER RESULTING COSTS.

OPC WOULD REQUIRE AN ENGINEER OR AN ECONOMIST, ONE
ACCOUNTANT, AND AN ADDITIONAL SUPPORT STAFF PERSON TO
HANDLE THE ANNUAL DUTIES CREATED BY THIS BILL. THIS BILL
WOULD ALSO REQUIRE OPC TO PURCHASE ECONOMIC ELECTRIC
DISPATCH MODEL SOFTWARE WHICH WOULD COST APPROXIMATELY
$40,000. (THIS IS THE AMOUNT THE PUBLIC SERVICE COMMISSION
PAID FOR THEIRS.) THE ANNUAL LICENSE FOR THE FUEL MODEL
WOULD RUN IN THE NEIGHBORHOOD OF $4,000 (PRICE PREVIOUSLY
QUOTED FROM THE PUBLIC

ASSUMPTION (CONTINUED )

SERVICE COMMISSION § EXISTING ANNUAL LICENSE COST). OPC
ASSUMES THE FY 2004 COST FOR THE LICENSE FEE WOULD BE DUE
JULY/AUGUST, 2003.
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OPC ASSUMES THIS PROPOSAL DOES NOT REQUIRE A RATE CASE
PRIOR TO IMPLEMENTING A FAC, REFERRING ONLY TO THE COST OF
SAID ITEMS CURRENTLY REFLECTED IN PERMANENT BASE RATES.
HOWEVER, THE CURRENT BASE RATES OF EACH OF THE FOUR MAJOR
ELECTRIC UTILITIES WERE SET BASED ON NEGOTIATED SETTLEMENTS.
SAID SETTLEMENTS SPECIFICALLY EXCLUDED SPECIFIC FINDINGS AS
TO THE LEVEL OF ANY SPECIFIC COST THAT MADE UP THE OVERALL
COST OF SERVICE. ABSENT A SPECIFIC FINDING AS TO THE LEVEL OF
COSTS CURRENTLY REFLECTED IN BASE RATES, A DETERMINATION OF
A CHANGE FROM AN UNSPECIFIED LEVEL CANNOT BE MADE. A RATE
CASE FOR EACH COMPANY WOULD BE REQUIRED TO DETERMINE
SPECIFIC FUEL COSTS IN ORDER TO PREVENT THE FAC FROM
PROVIDING DOUBLE RECOVERY FROM RATEPAYERS OF THESE COSTS.
OPCWOULD NEED TO HIRE FUEL CONSULTANTS FOR THE RATE
CASE NECESSITATED BY THIS BILL, FOR EACH ELECTRIC COMPANY, AT
$40,000 PER AUDIT. FURTHERMORE, FOR EACH NECESSARY RATE
CASE, THE OFFICE WOULD NEED TO HIRE OUTSIDE EXPERTS IN EACH
OF THE FOLLOWING DISCIPLINES: OUTSIDE AUDITORS (ESTIMATED
AT $80,000 PER CASE); FINANCIAL ANALYSTS ($20,000); AND RATE
DESIGN EXPERTS ($20,000) TOTALING $160,000 PER CASE FOR OUTSIDE
CONSULTANTS.

THIS IS A ONE TIME EXPENSE ASSOCIATED WITH EACH COMPANY
FILING A RATE CASE IN ORDER TO DETERMINE BASE FUEL COSTS.
OPC S ASSUMPTION IS THAT TWO CASES WILL OCCUR IMMEDIATELY
AND TWO CASES WILL FOLLOW IN THE SUBSEQUENT FISCAL YEAR.

AS TO SPACE AND ACCOMMODATIONS FOR 3 NEW EMPLOYEES
WITHIN THE OPC, CURRENT WORKSPACE WOULD HAVE TO BE
REORGANIZED. CUBICLES AND FURNISHING WOULD NEED TO BE
FURNISHED FOR NEW TECHNICAL PERSONNEL. A CUBICLE ALREADY
EXISTS FOR THE CLERICAL POSITION. ALSO NECESSARY EQUIPMENT
WOULD INCLUDE THREE COMPUTERS, PLUS AN ADDITIONAL
PRINTER, COPY MACHINE AND FACSIMILE MACHINE.

THE PUBLIC UTILITY ENGINEER/ECONOMIST WOULD BE NEEDED TO
PERFORM ECONOMIC ELECTRIC DISPATCH MODELING AND
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RESULTING FUEL AND PURCHASED CAPACITY COSTS OF EACH
UTILITY TO DETERMINE THE ACCURACY OF EACH COMPANY S§
REQUEST TO RECOVER THESE COSTS, AND TO INVESTIGATE
PURCHASED CAPACITY AND ENERGY COSTS TO DETERMINE
WHETHER THE UTILITY PERFORMED IN A PRUDENT AND
REASONABLE MANNER IN PURCHASING CAPACITY AND ENERGY.
THESE DUTIES WOULD BE PERFORMED ON AN ANNUAL BASIS.

OPC WOULD NEED ONE ADDITIONAL PUBLIC UTILITY ACCOUNTANT
I TO COLLECT AND CORRELATE THE ADDITIONAL DATA ASSOCIATED
WITH FUEL AND PURCHASE POWER. ALSO, THIS ACCOUNTANT
WOULD HAVE TO PERFORM AUDITS ON THE FUEL PURCHASING
DECISIONS OF THE COMPANY. THIS INCLUDES THE POTENTIAL
TWELVE

FILINGS MADE PER YEAR PER COMPANY, PLUS A TRUE-UP AUDIT TO
DETERMINE THE ACTUAL PURCHASING ACTIVITIES.

ASSUMPTION (CONTINUED )

OPC ALREADY EXPERIENCES A LOW SUPPORT STAFF/PROFESSIONAL
RATIO. WITH THE ADDITION OF TWO FULL-TIME TECHNICAL
POSITIONS, OPC’S CURRENT TWO SUPPORT POSITIONS WOULD BE
EXTREMELY BURDENED WITH THE ADDITIONAL DUTIES THIS
WOULD INCUR. OPC ASSUMES AN ADDITIONAL SUPPORT STAFF
POSITION WOULD BE WITHIN THE BEST INTERESTS OF THE OPC IN
ORDER TO MAINTAIN THE LEVEL OF SUPPORT REQUIRED TO
EXISTING AND REQUESTED PROFESSIONAL/TECHNICAL PERSONNEL.

BECAUSE THE BILL WOULD BE AN EMERGENCY ACT, OPC ASSUMES
THE ADDITIONAL FTES AND ADDITIONAL RESOURCES WOULD BE
IMPLEMENTED ON AN EMERGENCY BASIS.

OVERSIGHT HAS, FOR FISCAL NOTE PURPOSES ONLY, CHANGED THE
STARTING SALARY FOR THE THREE ADDITIONAL OPC STAFF
REQUESTED TO CORRESPOND TO THE SECOND STEP ABOVE
MINIMUM FOR COMPARABLE POSITIONS IN THE STATE'S MERIT
SYSTEM PAY GRID. THIS DECISION REFLECTS A STUDY OF ACTUAL
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STARTING SALARIES FOR NEW STATE EMPLOYEES FOR A SIX MONTH
PERIOD AND THE POLICY OF THE OVERSIGHT SUBCOMMITTEE OF
THE JOINT COMMITTEE ON LEGISLATIVE RESEARCH.

OFFICIALS OF THE DEPARTMENT OF ECONOMIC DEVELOPMENT,
PUBLIC SERVICE COMMISSION (PSC) ASSUME ELECTRICAL
CORPORATIONS, AS DEFINED IN SECTION 386.020, RSMO (NOT IN
SECTION 386.010, RSMO AS ERRONEOUSLY APPEARS IN SB 278) WOULD
BE ALLOWED TO RECOVER ALL OF THEIR REASONABLY AND
PRUDENTLY INCURRED COSTS FOR NATURAL GAS AND PURCHASED
ELECTRICAL ENERGY FOR RETAIL CUSTOMERS THROUGH
ADJUSTMENTS IN ENERGY RATES OUTSIDE OF RATE CASES. PSC
ASSUMES THIS WOULD RESULT IN A PGA/ACA PROCESS LIKE THE ONE
THAT EXISTS FOR NATURAL GAS UTILITIES.

PSC ASSUMES CUSTOMERS OF THE ELECTRIC CORPORATIONS THAT
FALL UNDER THIS BILL COULD BE SUBJECTED TO ENERGY RATES
THAT VARY EACH MONTH. THIS WOULD REMOVE SOME OF THE RISK
THAT THESE UTILITIES FACE FOR UNDER RECOVERIES OF ENERGY
COSTS. ELECTRIC CORPORATIONS WOULD MONTHLY PROVIDE
ENERGY ADJUSTMENT REPORTS, AND POSSIBLY ADJUSTMENT
FILINGS, AND WOULD BE SUBJECT TO TRUE-UP AND PRUDENCY
AUDITS REGARDING THEIR NATURAL GAS AND PURCHASE POWER
COSTS.

THE PROPOSED BILL WOULD REPRESENT A SIGNIFICANT INCREASE
IN EFFORT REGARDING REGULATION OF THE ELECTRIC
CORPORATIONS, AS DEFINED IN SECTION 386.010, RSMO IN THE
STATE OF MISSOURI. EACH OF PSC'S ELECTRIC CORPORATIONS
WOULD FILE, BY THE 15TH OF EACH MONTH, AN ENERGY
ADJUSTMENT REPORT. EACH OF THESE REPORTS WOULD INCLUDE
THE CALCULATION OF THE NEXT MONTH’S ENERGY ADJUSTMENT
RATE. THIS REPRESENTS OVER 70 FILINGS PER YEAR WITH THE PSC.
ANY DISAGREEMENTS BETWEEN THE PARTIES ON THE ASSUMPTIONS
USED TO DEVELOP THE RATE WOULD NEED TO BE ADDRESSED IN A
HIGHLY EXPEDITED MANNER TO HAVE A PSC ORDER IN THE 30 DAYS
REQUIRED BY THE BILL. IN ADDITION TO THESE ENERGY
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ADJUSTMENT RATE FILINGS, TRUE-UP AUDITS REGARDING THE
REASONABLENESS AND PRUDENCY OF NATURAL GAS COSTS AND
PURCHASED ELECTRIC ENERGY COSTS WOULD BE REQUIRED. THE
NUMBER OF GENERATION UNITS, THE

ASSUMPTION (CONTINUED )

OPTIONS EACH OF THEM HAS FOR DISPATCH, COAL GENERATION VS.
NATURAL GAS AND/OR PURCHASED POWER DECISIONS, BUILD VS.
BUY OPTIONS, TRANSMISSION CONSTRAINTS, HEDGING EFFORTS,
NATURAL GAS TRANSMISSION CONTRACT OPTIONS, AND ELECTRIC
TRANSMISSION CAPACITY FOR RELIABILITY AND MARKET ACCESS
WOULD ALL BE IMPORTANT CONSIDERATIONS IN LOOKING AT THE
PRUDENCY OF NATURAL GAS AND PURCHASED POWER DECISIONS.
PSC ESTIMATES THE ADDITIONAL STAFF NEEDED TO ADDRESS THIS
INCREASE IN WORKLOAD:

1 UTILITY REGULATORY MANAGER

1 REGULATORY ENGINEER II

2 RATE & TARIFF EXAMINER I1

1 UTILITY REGULATORY AUDITOR IV

2 UTILITY REGULATORY AUDITOR II1

1 ADMINISTRATIVE LAW JUDGE

1 SENIOR GENERAL COUNSEL

2 CONSUMER SERVICES SPECIALIST I/11

PSC ASSUMES THE CURRENT NATURAL GAS PGA PROCESS RESULTS IN
A SIGNIFICANT NUMBER OF PHONE CALLS, ESPECIALLY DURING
PRICE SPIKES. THIS BILL COULD POTENTIALLY AFFECT A LARGER
NUMBER OF CUSTOMERS THAN ARE NOW AFFECTED BY NATURAL GAS
CHANGES IN RATES.

OVERSIGHT HAS, FOR FISCAL NOTE PURPOSES ONLY, CHANGED THE
STARTING SALARY FOR THE TWELVE REQUESTED PSC STAFF
POSITIONS TO CORRESPOND TO THE SECOND STEP ABOVE
MINIMUM FOR COMPARABLE POSITIONS IN THE STATE'S MERIT
SYSTEM PAY GRID. THIS DECISION REFLECTS A STUDY OF ACTUAL
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STARTING SALARIES FOR NEW STATE EMPLOYEES FOR A SIX MONTH
PERIOD AND THE POLICY OF THE OVERSIGHT SUBCOMMITTEE OF
THE JOINT COMMITTEE ON LEGISLATIVE RESEARCH.

OVERSIGHT ASSUMES THE PUBLIC SERVICE COMMISSION WOULD
ADJUST ASSESSMENTS AGAINST REGULATED UTILITIES TO OFFSET
INCREASED COSTS DUE TO THIS PROPOSAL; HOWEVER, THE AMOUNT
OF ASSESSMENT AGAINST REGULATED UTILITIES IS LIMITED TO ONE-
FORTH OF 1 PERCENT (.0025) OF GROSS INTRASTATE OPERATING

REVENUES OF ALL UTILITIES UNDER PSC JURISDICTION. IF

ASSESSMENTS ARE INSUFFICIENT TO COVER PSC COSTS, THEN THE
PSC WOULD HAVE TO SEEK AN INCREASE IN THE AMOUNT WHICH
MAY BE ASSESSED OR SEEK FUNDING FOR THE PSC FROM DIFFERENT

SOURCES.

FISCAL IMPACT - STATE
GOVERNMENT
GENERAL REVENUE FUND

COST - OFFICE OF PUBLIC
COUNSEL
PERSONAL SERVICE (3 FTE)
FRINGE BENEFITS
EXPENSE AND EQUIPMENT
TOTAL COST - OPC

ESTIMATED NET EFFECT ON
GENERAL REVENUE FUND

PUBLIC SERVICE
COMMISSION FUND
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FY 2004 FY 2005 FY 2006

(10 MO.)

($77,316) ($98,098) ($97,476)

($31,290) ($38,486) ($39,449)
($391,495) ($324,927) ($4,955)
($500,101) ($461,511) ($141,880)
($500.101) ($461,511 ($141,880)



LR NO. 0794-02
BILL NO. SB 278
PAGE 9 OF 11
JANUARY 27, 2003

INCOME - INCREASED
ASSESSMENTS ON REGULATED
UTILITIES

COST - PUBLIC SERVICE
COMMISSION

PERSONAL SERVICE (12 FTE)

FRINGE BENEFITS

EXPENSE & EQUIPMENT
TOTAL COST - PSC

ESTIMATED NET EFFECT ON
PUBLIC SERVICE
COMMISSION FUND

FISCAL IMPACT - LOCAL
GOVERNMENT

FISCAL IMPACT - SMALL BUSINESS

$725,936

(8400,611)
($162,127)
($163.198)
($725.936)

12

FY 2004
(10 MO.)

$0

$793,841  $814,193
($492,752)  ($505,070)
($199,417)  ($204,402)
($101,672)  ($104.721)
($793.841)  ($814,193)
50 50

FY 2005 FY 2006
$0 $0

SMALL BUSINESSES SERVED BY THESE ELECTRIC CORPORATIONS

COULD SEE THEIR RATES FOR ENERGY VARY EACH MONTH.

DESCRIPTION

THIS PROPOSAL ALLOWS ELECTRICAL CORPORATIONS TO RECOVER
REASONABLY AND PRUDENTLY INCURRED COSTS FOR NATURAL GAS

AND PURCHASED ELECTRICAL ENERGY THROUGH ENERGY

ADJUSTMENT RATE SCHEDULES. THE SCHEDULES MUST BE FILED
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WITH THE PUBLIC SERVICE COMMISSION AND MAY BE IMPLEMENTED
IN CONJUNCTION WITH A GENERAL RATE PROCEEDING OR
WITHOUT A GENERAL RATE PROCEEDING.

CHANGES IN THE RATE SCHEDULES MAY BE MADE AS FREQUENTLY AS
EVERY THIRTY DAYS. A TRUE-UP PROCEDURE SIMILAR TO THE
PURCHASE GAS RECOVERY FOR GAS CORPORATION WILL BE USED TO
REMEDY OVER- COLLECTIONS. ONLY CERTAIN ELECTRICAL AND
NATURAL COSTS WHICH ARE SPECIFIED ARE RECOVERABLE. IF AN
ELECTRICAL CORPORATION HAS ADJUSTMENT RATE SCHEDULES ON
FILE WITH THE PSC, THEY MUST ALSO SUBMIT AN ENERGY
ADJUSTMENT REPORT TO THE PSC BY THE 15TH OF EACH MONTH.
THE METHOD FOR CALCULATING THE ADJUSTMENT RATES IS
SPECIFIED IN A CALCULATION PROVIDED IN THE PROPOSAL.
ADJUSTMENT RATE SCHEDULES WHICH ARE FILED WITH THE PSC
MUST INCLUDED DETAILED RECORDS, WORKPAPERS, AND
CALCULATIONS FOR THE PSC TO MAKE A DETERMINATION ON THE
LEVEL OF THE ENERGY ADJUSTMENT RATE. COPIES OF SUCH
RECORDS MUST ALSO BE PROVIDED TO THE OFFICE OF PUBLIC
COUNSEL. THE ADJUSTMENT RATE SCHEDULES WILL COME
EFFECTIVE 30 DAYS AFTER FILING AND ARE NOT SUBJECT TO
SUSPENSION BY THE PSC. SUCH FILINGS SHALL BE CONSIDERED ON
AN EXPEDITED BASIS AND THE PROCEDURE FOR HANDLING SUCH
FILINGS IS SPECIFIED.

THIS LEGISLATION IS NOT FEDERALLY MANDATED, WOULD NOT

DUPLICATE ANY OTHER PROGRAM AND WOULD NOT REQUIRE
ADDITIONAL CAPITAL IMPROVEMENTS OR RENTAL SPACE.

SOURCES OF INFORMATION

DEPARTMENT OF ECONOMIC DEVELOPMENT
OFFICE OF PUBLIC COUNSEL
PUBLIC SERVICE COMMISSION
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H.hey (..,
M ickey W ilson, CPA
D frector

January 27,2003
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